STATE OF MAI NE Docket No. 98-306
PUBLI C UTI LI TI ES COW SSI ON
June 30, 1998

PUBLI C UTI LI TI ES COVMM SSI ON ORDER ADOPTI NG RULE AND
Bill Unbundling and Illustrative STATEMENT OF FACTUAL AND
Bills (Chapter 309) POLI CY BASI S

VELCH, Chairnman and NUGENT, Comm ssi oner

Pursuant to 35-A MR S. A 8§ 3213(1), the Comm ssion nust
adopt a rule that requires bill unbundling and illustrative
bills. 35-A MR S. A § 3213(1) states:

Begi nni ng January 1, 1999, electric utilities
shall issue bills that state the current cost
of electric capacity and energy separately
fromtransm ssion and distribution charges
and ot her charges for electric service. By
January 31, 1998, each electric utility shal
file wwth the comm ssion a bill unbundling
proposal. The comm ssion shall conplete its
review of those proposals and adopt a rule
establ i shing unbundl ed bill requirenents by
July 1, 1998. Rules adopted under this
subsection are routine technical rules
pursuant to Title 5, chapter 375,

subchapter I1-A

We issued a Notice of Rulemaking on April 28, 1998 and have
recei ved comments from Bangor Hydro-El ectric Conpany (BHE)
Central Maine Power Conpany (CMP), Dirigo Electric Cooperative
(Dirigo)! and Mai ne Public Service Conpany (MPS).

The purpose of bill unbundling is to provide electric
consuners with an illustration of one of the effects of electric
restructuring that will occur on March 1, 2000. At that tine, a
conpetitive market will exist for electricity supply
(generation),? which will be sold separately fromdelivery

The Dirigo Electric Cooperative includes nenber utilities:
Eastern Mai ne El ectric Cooperative (“EMEC’); Fox Islands Electric
Cooperative (“FIEC); Houlton Water Conpany (“HWC’); Kennebunk
Li ght and Power District (“KLPD’); Madison Electric Wrks
(“MEW); Swan’s Island Electric Cooperative (“SIEC'); and Van
Buren Light and Power District (“VBLPD").

The proposed rule used the term“generation.” The adopted
rule uses the term*“electricity supply.” See discussion under 8§
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services (transm ssion and distribution). Delivery services wll
continue to be sold by regulated transm ssion and distribution
(T&D) wutilities. Bill unbundling reflects one aspect of electric
restructuring through the separation of current bills into two
conponents: electricity supply (electric energy and capacity)
and delivery services (transm ssion and distribution). Present
bills conbine those two conponents in a single rate for total
electric service (or set of rates, if the custoner's rate

i ncl udes demand or custoner and energy conponents).

Prior to commencing this Rul emaki ng, the Conm ssion
conducted an inquiry into i ssues concerning bill unbundling in
whi ch we solicited and received coomments. Public Utilities
Commission, Inquiry Into Rules Governing Bill Unbundling, Docket
No. 97-587. In addition, the Comm ssion held a technical
conference on March 25, 1998 to di scuss various issues.

In part because of coments made during the Inquiry, we
proposed a rule that should require nodest changes in current
bills used by utilities. W make changes to the proposed rule
based on comments filed in the rul emaking. The rule does not
requi re unbundled bills to contain substantial anmounts of new
information. It requires unbundling only of the illustrative
electricity supply rates. It does not require extensive analysis
for a utility to determne the illustrative electricity supply
rate or rates that will be unbundled. It also does not require
(although it permts) illustrative electricity supply rates
stated in bills to reflect a rate design for electricity supply
servi ce.

By the ternms of section 2, the rule applies only to bills
i ssued before restructuring occurs, i.e., bills issued between
January 1, 1999 and February 29, 2000. In addition, section 8
provides that the rule expires on March 1, 2000.3

Because of the relative sinplicity of the rule, we do not
find that it is necessary in this Oder to describe in detai
each section or the rationale for many of the provisions.
Nevert hel ess, explanations of sonme provisions may be helpful. W
al so address the comrents directed to various sections.

8§ 1 Definitions

BHE commented that use of the term*“generation” in
bills was likely to be confusing to many customers. BHE further
stated that it would propose an alternative description of the
unbundl ed service when it submtted its bill format as required

1 bel ow.

3One coment about bills after February 29, 1998 nade by BHE
suggests that it was not aware that this rule does not apply
after that date.
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by section 4. CMP nmade no specific conmment that it believed that
the word “generation” was not readily understandabl e.
Nevertheless, in its proposed redraft of the notice that section
5 requires to be included on each bill, CWMP proposed using the
term“electric energy.” W agree that “generation” is not |ikely
to be nmeaningful to many consuners and that “electricity,”
“power” or “energy” all better convey the portion of electric
service that wll be sold separately in the future and that nust

be unbundled on bills. The statute requiring bill unbundling,
35-A MR S. A 8§ 3213 does not use the word “generation.” Rather
it refers to the “sale of electric energy and capacity.” W

believe that the phrase “electricity supply” is a phrase that
serves as a fair shorthand for “the sale of electric energy and
capacity.” W avoid the term “energy” because the production and
sale of electricity include capacity as well as energy.

In the Notice of Rul emaking, we proposed that “delivery
service” be defined as the “transm ssion and distribution
services provided by an electric utility.” CMP comented that we
shoul d define “delivery service” to include “all costs included
in current rates except costs for the illustrative rate for
generation service.” It is possible that such a definition is
over-inclusive. Nevertheless, for the sinple illustrative
unbundling that this rule requires, we find that it is
appropriate to include in “delivery service” all services that
are not part of “electricity supply” even if they are not al so
readily categorizable as “delivery.”

8§ 3 Prelimnary Filing of Unbundl ed Generation Rates;

Appr oval
Section 3 requires each electric utility to file a
proposed illustrative unbundled rate for electricity supply (or

rates, if the utility chooses to apply a rate structure to
generation rates, as is permtted by 8 5(A)(1)(c)). At the
techni cal conference held during the Inquiry, various possible
standards for establishing the | evel of these rates were

di scussed, e.g., long-run margi nal cost of generation and the
current prices that certain utilities pay for generation under
contract. W proposed only a general standard that the unbundl ed
rate shoul d reasonably represent the nmarket price in the current
or near term W see no reason to require utilities to expend
great effort trying to predict future rates in the conpetitive
generation market. The purpose of bill unbundling is to provide
custoners an illustration of the fact that electricity supply and
delivery services will be sold separately and that, under
electric restructuring, bills will reflect that separation.

The unbundl ed rates for electricity supply service that
are required by this chapter are illustrative. They are not
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filed rates within the neaning of 35-A MR S. A § 304.
Accordingly, it is not necessary for the Conmm ssion to approve
the rates or to determne that they are "just and reasonable.™
The approval of these illustrative rates is delegated to the
Director of Technical Analysis, who nust determne only that the
basis for utility's estimate is reasonable and that it reasonably
reflects current or near term market conditions.

We received no conments on section 4 except for one by
CWP addressing the proposed tinme periods for actions by the
Director of Technical Analysis. The proposed rule would have
required utilities to file proposed unbundled illustrative rates
for electricity supply “on or before” Cctober 1, 1998. The
Director of Technical Analysis would then provide notice of any
questions or grounds for rejecting any rate on or before Cctober
15, 1998, and woul d have to approve the rates or order revisions
by Decenber 1, 1998. CM suggested that the tinme spans should be
as provided in the proposed rule (15 days and 45 days) but that
both tinme periods should run fromdate the utility nade its
filing rather than from Cctober 1, 1998, the last day a utility
may file. CMP proposed the change in order to “enable utilities
to obtain an early indication of any questions or concerns which
must be addressed by filing their proposals prior to the
deadlines.” W agree that the change proposed by CWP is
r easonabl e.

8 4 Prelimnary Filing of Proposed Bills: Approval of
For mat

This section delegates to the Director of the Consuner
Assi stance Division (CAD) the obligation to approve the format of
bills that will be issued by utilities after January 1, 1999.
The Director is to determne only that bills comply with the
format requirements of section 5(B). The actual content of
unbundl ed bills (the rate and charge information and the
informational statenent) is governed by section 5.

As in the case of section 3, CVP s coments propose
that this section provide that if a utility files its proposed
bill format prior to the date final for filing stated in the rule
(Septenmber 1, 1998), the time periods for actions by the D rector
of CAD shall run fromthe actual filing dates rather than from
Septenber 1, 1998. Under proposed section 5, the Director would
have to issue a notice of objection or grounds for rejection by
Septenber 22, 1998 (21 days after the final filing date) and an
order approving the bill format or requiring nodifications by
Cct ober 30, 1998 (60 days after the final filing date).

CWP has proposed not only that the tine periods run
fromthe filing date, but that the tinme periods for the required
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actions by the Director should be 15 and 45 days, the sane limts
contained in section 4 for approving unbundl ed electricity supply
rates. W agree that tinme periods for action by the Director of
the CAD should run fromthe date of filing rather than fromthe

| ast date allowed for filing. W do not agree, however, with one
of the tinme spans proposed by CVP. W chose the | onger tine
spans for proposed section 4 because bill formats are likely to
present nore conpl ex issues than those presented by the
electricity supply rates. W do agree that the Director should
be able to issue a notice of objections or grounds for rejection
within 15 days (rather than 22 days), but the Director may need
the full 60 days to address all issues and to issue a final

order. W therefore nodify the proposed rule to require a notice
of objection or grounds for rejection within 15 days after a

utility has filed a proposed bill format, and an order approving
the bill format or ordering changes within 60 days follow ng the
filing. The final date for filing proposed bill formats will be

on Septenber 1, 1998, as proposed.

8§ 5 Contents and Format of Unbundled Bills

Section 5 describes the content and the format for the
unbundl ed rate and other information that will appear on bills.
It requires bills to state separate illustrative rates and
charges for electricity supply and for delivery services.

Section 5(A)(2) also requires a specified informtional
statenent to be included on each bill. The infornational
statenment describes electric restructuring and the purpose of
showi ng separate rates and charges for generation and delivery
servi ces.

W received several coments about proposed section 5.
Proposed section 5(B)(1)(c) would have required utilities to show
the “total conmbined (bundled) rate for electric service and
appl i cabl e usage.” CMP comented that this requirenent would be
“meani ngl ess” for its custoners because of the way it plans to
unbundle bills, and that “nothing |like a conbined rate for
electric service is shown on bills today.” CM plans to use the
si npl est method of unbundling that is permtted by section
5(A)(1)(a) and (b). Those provisions allow unbundling of an
electricity supply rate “wthout a breakdown of a rate into
separate rate elenents such as demand and energy.” Thus, CMP
w Il unbundle only a usage-based kWh rate for all of its rate
classes. Rate elenents such as custoner charges and demand
charges are unchanged and wi Il be grouped together under
“delivery services.” To the extent that there is a remaining
usage- based rate (kW) left over after the unbundling of the
electricity supply rate, CVMP intends to include it in delivery
servi ces.
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CWP argues that for those rate elenents that are not
affected by unbundling, the rate is unchanged fromprior bills,
and are the sane as those contained in CM s rate schedule. W
agree that repeating those rates both under both a delivery
services and a “total” category would be redundant. W are
concerned, however, that in the case of a rate elenent that is
unbundl ed, sone custoners may be confused if the rate that is
presently famliar to custoners (and is also contained in the
electric utility's rate schedul e) does not appear anywhere on the
bill. W therefore will require that when an existing rate
element is split into electricity supply and delivery conponents,
the conbined, tariffed rate shall also be stated in sonme manner
reasonably noticeable by custoners. One possible nmethod is to
use colums that contain the rates (or m ni mum charges) for each
line.* If that is not possible, it my be possible for a utility
to include the conbined rate in the statenent required by section
5(A) (2).

BHE and MPS separately comented that it is not
feasible or infornmative to state a “rate” (at least a kW rate)
when a custoner uses |less than the m ninmum al |l owed under a
mnimumrate. MPS expressed the concern that it would have to
cal cul ate a derived nonexistent kWh rate: for exanple, if a
m ni mum charge for 100 kWh was $12. 00 and a custoner used 40 kW,
the derived rate would be $.30 per kWh. The proposed rul e
requires a statenent of the “applicable rate or rates.” It was
not our intent to require utilities (or billing systens) to
cal cul ate a nonexi stent derived rate. The “applicable rate”
could include a mnimumcharge. W have nodified the rule to
make clear that, where applicable, the bill may state the m ni mum
charge rather than a kW rate.

BHE suggests that when a customer uses |less than the
mnimum the rate could sinply be stated as “mninum” The fi nal
rule requires bills to state the anount of any applicable
unbundl ed m ni num charge. The exanple provided by BHE in its
comments described the “rate” as “mninum” but also stated the
actual anmount of the m ninumcharge. The rule does not expressly
require a description of such a charge as a “mninum” but such a
description provides additional information for customners.

“For exanpl e,

Electricity Delivery
Supply Service Total
100 kwh $4. 00 $8. 00 $12. 00
Next 300 kWwh 0. 04 0. 08 36. 00
Next 48kWh 0. 04 0. 105 6. 96
Electricity Supply 448kWh @ .04 $17.92

Delivery Service 448kWh @rates shown above $37.04
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BHE al so di scusses potential problenms with the
declining or inverted rate structures, noting that a line for
each bl ock m ght be necessary under both electric supply and
delivery service. W see no way around this problemif the
declining or inverted bl ocks apply to both portions of the rates.
The problemis also not likely to di sappear after restructuring.?®

CWP has proposed a different content for the
i nformati onal nessage required by section 5(A)(2) to appear on
bills. CWMP clains that its proposed nessage is nore
under st andable. W agree, and we adopt it with sonme
nmodi fi cati ons.

CWP al so urges us to elimnate the requirenent of a box
around the nmessage, claimng that its billing system cannot nake
such a box. Qur concern is that the nessage be sufficiently
prom nent. W have nodified the provision to require a
sufficient degree of prom nence overall, based on type size,
| ocation and, if possible, fram ng.

Dirigo comments that the informational statenment “w ||
not fit on the current electric bills.” It is not clear whether
Dirigois claimng that none of its seven nenber utilities can do
so. |If true, and if it is not feasible for sone or all of these
utilities to fit the informational statenent on the front of the
bill, those utilities may request a waiver fromthe requirenent.
We retain the requirement in the final rule because we believe
that statenment is best |ocated in close proximty to the
unbundl i ng that should occur on the bill itself.

Dirigo al so states that:

.including a statenent on an actual bil

that a portion of the bill is illustrative

may be confusing. Consuners may not realize

that the bill they receive nust be paid.
We disagree. In our view, the statenent will assist custoners in
gai ni ng an understandi ng of the changes about to take place in
their electric service. It clearly states that the total anount
of the custoner’s bill is not changed. Placing this statenent in

a less promnent |ocation may |l ead to greater custoner confusion.

°BHE goes further, and posits a total of up to 20 lines if a
customer were to have two services and it were necessary to
prorate a bill during a nonthly period, e.g., when rates change.
In such an event, BHE m ght consider sending separate bills for
each service, and, if necessary, separate bills for each portion
of a prorated billing period. Under appropriate circunstances,
the Comm ssion may grant a waiver to any of the requirenents of
the rule.
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ut

ilities my, if they share Dirigo's concern, indicate on the
bi |

that the bill nust be paid.
MPS al so clains that the required statements wll not
fit onits bill, and that it will seek a waiver. MS provided a
sanple bill with its comments. The bill appears to contain
sufficient roomfor the statement, at least in the case of the
relatively sinple residential bill provided. Generally, the

i nformational statenent should be placed in close proximty to
the unbundled rates so it will contribute to custoner
understanding of the bill. Placenent on the bill is nore
inportant for residential and small commrercial custonmers. Those
bills generally have fewer rate elenments and therefore nore
avai l abl e space. W will be nore inclined to grant wai vers of
the placenent requirenent for bills that are sent to |arger

cust omers.

Dirigo further suggests that the illustrative bills
shoul d be printed on the back of the actual bill or as a separate
encl osure and should clearly state that this second “bill” is for

illustrative purposes only. Dirigo does not explain why it
bel i eves that approach is advantageous or necessary, but does

state that "as an alternative to generating an '"illustrative

bill,"" some of its nenber utilities can conply with the rule as
proposed. Dirigo included a sanple bill fromone of its nmenbers
that did conformto the proposed rule. D rigo may be proposing
the use of a second illustrative bill because sonme of its nmenber
utilities do not have sufficient space on the front of their

bills for the required illustrative bill unbundling information.

We adopt the provision as proposed because we believe
that custoners are nore likely to notice the unbundl ed

information if it appears on the actual bill. Sone custoners may
ignore a separate illustrative bill. It also is not obvious that
separate "bills" would |l ead to greater custoner understandi ng
than inclusion of the illustrative electricity supply information
on the main bill. In an exercise such as bill unbundling, it is
not possible to avoid all msunderstanding. |If it is not
practical or is too expensive for a utility to include the
illustrative bill unbundling information on the face of the bil

and, the utility may, through the waiver process of section 7,
propose any reasonable alternative, including separate
illustrative bills.

Dirigo indicates that its nenbers intend to separate
out the price for electricity supply based on their *“actual cost
per kWh of purchased power supply.” Dirigo has proposed a
nodi fication to the statenent that indicates that particul ar
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basi s for unbundl ed anmount. The statenent we have included in
section 5(B)(2) is intended for general use throughout the State.
Dirigo nenbers may, pursuant to the processes of sections 4 and
7, propose an alternative statenent that better describes the

ci rcunst ances of those utilities.

Finally, Dirigo coments that the term “delivery

service rates” should be |abeled “illustrative” because those
rates would be calculated as the difference between the total
rate for electric service and the applicable illustrative
generation rate. Dirigo is correct that both portions of the
unbundl ed “real” rate are “illustrative.” The rule describes
both categories of the rates thenselves as “illustrative.” The
rul e does not require the label "illustrative" to appear on bills
and it will leave to the discretion of each utility whether the
use of that label on line itens on the bill will pronote or

i npede custoner understanding. However, the informational
statenent required by section 5(A)(2) states, in boldface, that
the separate rates and charges, are “for illustration only.”

We recogni ze, as is indicated by the second paragraph
of section 7 (Waiver), that it is often difficult and expensive
to make substantial alterations in utility's billing systens and
that even the size of bills is not easily changeable in the short
term We therefore encourage utilities to neet all of the
requi renents of section 5, but we will grant appropriate waivers
whenever conpliance is not feasible or is too expensive.
Uilities that request waivers should propose alternatives, both
as to information content and format, that will satisfy the broad
purpose of this rule of providing custoners with basic, easily
under st andabl e i nformati on about the unbundling of electric
supply and delivery services.

8§ 6 Rate Design for Standard O fer Biddi ng and Service;
Updating of Bills

Chapter 301 of the Comm ssion's rules (Standard O fer
Service), contains provisions that address standard offer
service. Section 2(A)(2) and (3) provide that the rate structure
shall be as established in this rule (Chapter 309). Section
2(A) (3) states:

Rates for standard offer service shall be a
uni f orm percentage, across and within
custoner cl asses, of each unbundl ed
generation rate el enent of the core custoner
cl asses of the transm ssion and distribution
utilities, as established by the Comm ssion
in the bill unbundling proceedings for each
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transm ssion and distribution utility
pursuant to 35-A MR S. A 8§ 3213(1).

Section 7(B)(2) of Chapter 301 states that standard offer bidders
shall "conformto the requirements of [Chapter 301, ]
sections 2(A)(2), (3) and (5)."

Est abl i shing a reasonabl e rate design for standard
of fer service in advance of the bidding process is critical,
because, under Chapter 301, standard offer bidders nmust bid a
single uniform percentage of all established rate elenents. As
di scussed above, for the purpose of illustrative generation rates
and illustrative bill unbundling, we have not proposed that
utilities nust establish and apply a rate design to those rates.
Rat her, they may use a single rate across all rate classes. The
rule does permt utilities to apply a rate design and to have
different rates for different rate classes, but it may not be
feasible for all utilities to do so. In any event, any such rate
desi gn woul d be conjectural and is not likely to be sufficiently
precise to be used for the purpose of standard offer bidding or
standard offer service.

In this rul emaki ng we proposed that section 6(A) wll
serve as the repository for the rate design that nust be used for
standard of fer bidding and standard offer service, but that
actual substantive rate and rate design structure decisions wll
take pl ace el sewhere, nost likely in relation to the proceedi ngs
that the Commi ssion is conducting pursuant to 35-A MR S. A 88
3208 and 3209. No person comrented on this provision.

Accordingly, it is
ORDERED
1. That the attached Chapter 309, bill unbundling and
illustrative bills, is hereby adopted;

2. That the Adm nistrative Director shall file the rule and
related materials with the Secretary of State; and

3. That the Adm nistrative Director shall send copies of this
Order and attached rule to:
A Al electric utilities in the State;
B. Al'l persons who have filed with the Comm ssion within

the past year a witten request for notices of
rul emaki ngs;
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C.

Al'l persons on the Comm ssion’s |list of persons who
W sh to receive notice of all electric restructuring
pr oceedi ngs;

Al'l persons who have filed comrents in Docket No.
98- 306; and

The Executive Director of the Legislative Council
State House Station 115, Augusta, Mai ne 04333 (20
copi es).

Dat ed at Augusta, Maine this 30th day of June, 1998.

BY ORDER OF THE COWM SS| ON

Dennis L. Keschl
Adm nistrative Director

COWM SSI ONERS VOTI NG FOR: Vel ch

Nugent
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NOTI CE OF RI GHTS TO REVI EW OR APPEAL

5 MR S. A 8 9061 requires the Public Uilities Comm ssion
to give each party to an adjudicatory proceeding witten notice
of the party's rights to review or appeal of its decision nade at
t he concl usion of the adjudicatory proceeding. The nethods of
review or appeal of PUC decisions at the conclusion of an
adj udi catory proceeding are as foll ows:

1. Reconsi deration of the Comm ssion's Order nay be
request ed under Section 1004 of the Comm ssion's Rul es of
Practice and Procedure (65-407 C MR 110) within 20 days of
the date of the Order by filing a petition with the

Comm ssion stating the grounds upon which reconsideration is
sought..

2. Appeal of a final decision of the Conm ssion nay be
taken to the Law Court by filing, within 30 days of the date
of the Order, a Notice of Appeal wth the Adm nistrative
Director of the Comm ssion, pursuant to 35-A MR S. A § 1320
(1)-(4) and the Maine Rules of Cvil Procedure, Rule 73 et
seq.

3. Addi tional court review of constitutional issues or

i ssues involving the justness or reasonabl eness of rates may
be had by the filing of an appeal with the Law Court,
pursuant to 35-A MR S. A § 1320 (5).

Not e: The attachnent of this Notice to a docunent does not
indicate the Comm ssion's view that the particul ar docunent
may be subject to review or appeal. Simlarly, the failure
of the Comm ssion to attach a copy of this Notice to a
docunent does not indicate the Comm ssion's view that the
docunent is not subject to review or appeal.



